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PREFACE 


This  document  is  a  siiniinaiy  of  the  provisioM  of  Public  Law  95- 
142,  the  Medicare-Medicaid  iVnti-Fraud  and  Abu?e  Amendments,  and 
Public  Law  95-210,  medicare  and  medicaid  reimbursement  for  rural 
health  clinic  services. 

In  view  of  the  significant  revisions  of  the  Social  Security  Act  con- 
tained in  these  two  laws,  this  summary  cannot  and  should  not  be 
utilized  as  a  definitive  authority  of  either  Public  Law  95-142  or  Public 
Law  95-210.  Reference  must  "be  made  directly  to  the  appropriate 
public  law  and  respective  House  and  Senate  reports  as  the  ultimate 
source  of  legislative  and  interpretive  authority.  This  document  is 
intended  to  serve  merely  as  a  convenient  condensation  of  the  acts' 
provisions. 
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MEDICARE-MEDICAID  ANTI-FRAUD  AND  ABUSE 
AMENDMENTS 

Legislative  Histout  of  Public  Law  95-142  (H.R.  3) 

This  lerisktion  pertained  to  subject  matters  within  the  ju^f  Ji?'!"" 
of  both  tTe  Comm  ttee  on  Ways  and  Means  (medicare)  and  ^^^^  <^^^: 

;ffo„  «n  TntPrstate  and  Foreim  Commerce  (medicaid),  and  ihnt, 
TMoiT^tMcolnlfLiion  between  the  two  comrmttees. 

1977 


January  4  -    H.R.  3  introduced  m  Tlouse  (companion 

January*   ^.^^^  containing  96  cosponsors  also  mtro- 

duced  during  1st  session  of  95th  Congress) 
v/f.«.l,  t  or^A  7  Public  hearings  were  lield  jointly  by  t he  bub- 
March  3  and  7   ^"'^jj^-^uec  on  Health  of  the  Committee  on 

Wavs  and  Means  and  the  Subcomniittee  on 
Health  and  the  Environment  of  the  Com- 
mittee on  Interstate  and  Foreign  Commerce. 


CommUUe  on  Ways  and  Means  Action 


Mnv  5  Approved  with  amendments  by  Subcommittee 

^^"y  ^ on  Health  for  consideration  by  full  Com- 
mittee on  ^Yays  and  Means 
T.me  2  Amended  and  ordered  favorably  reported  by 

Committee  on  Way.s  and  Meims. 
T„„_  7  Ways  and  Means  report  (H.  Rept.  95-.393, 

•'"'^^  pt.  I)  filed  in  House. 

CommiUee  on  Inlerstate  and  Foreign  Commerce  Action 

A„_;i  28  Approv<'d  with  amendments  by  Subcommittee 

^P™    on  Health  and  the  Environment  for  consid- 

eration by  full  Committee  on  Interstate  and 
Foreign  Commerce.  ,    ,  • 

T„n„  13  Subcommittee  on  Health  and  the  fcnviron- 

dune    ^^^^^  i-oopened  for  consideration,  amended, 

and  reaiiproved  for  consideratioii  by  full 
^      . ,     ,. .    (■•'•■       Committee  on  Interstate  and  Foreign  Com- 

Tune  28  -    AiSl'ilded  and  ordered  favorably  reported  by 

--        Committee   on   Interstate    and  Foreign 

.    '.■        ■■'        Commerce.  ^  ru 

T„iv  12  Interstate  and  Foreign  Commerce  report  {a. 

''"^y    Rept.  95-393,  pt.  II)  filed  in  House. 

(1) 


House  Floor  Action 


August  5.   Houring  bpfore  Commit  tee  on  Rules,  H.  Res. 

7-13,  i)rovi(linp;  modified  oncn  rule,  2  hours 

dpl)iU<",  \v!is  rpijort^-d  bv  the  Committee  on 

Rules.  II.  Kopt.  95-577. 

September  21   Hou?e  ap;reed  to  H.  Res.  743. 

September  22   House  completed  all  general  debate. 

September  2-3   Amemled  and  passed  by  the  House,  amended, 

by  yoa-and-nay  vote"  (362-5). 

Senale  Action 

Sei)tember  15.   Public  hearinfr  by  Subcommittee  on  Health, 

Committee  on  Finance,  ou  certain  provi- 
sions of  II.R.  3. 

September  26   Finance  Committee  report  on  S.  143  (S.  Rept. 

95-453)  filed  in  Senate. 
September  30--   Senate  substituted  language  of  S.  143  for 

House  version  of  H.R.  3  and  passed  H.R.  3 

by  voice  vote. 

Conference  Action 

September  30   Senate  requested  a  conference  and  appointed 

conferees. 

October  4    House  agreed  to  the  conference  requested  by 

the  i^enate  and  appointed  conferees. 

October  11   Conference  report  filed  in  House.  H.  Rept. 

95-673. 

October  13..   By  a  vote  of  402-5  House  api-eed  to  the  con- 

feren<  e  report.  Also  a<rreed  to  H.  Con.  Res. 
377,  making  a  correction  in  the  enrollment 
of  the  bill. 

Senate  agreed  to  the  conference  report  and 
H.  Con.  Res.  377  by  voice  vote. 

October  25  ..    Public  Law  95-142  approved. 


S i: CT 1 0  N -  H  V-S  KCT I O      S  U  M  .M.\  R  Y 

Section  1.  Short  title 

This  act  may  be  cited  as  the  "Medicnre-Medicaid  Anti-Fraud  and 
Abuse  .Vmcndments". 

Sec.  2.  Prohibition  against  assignment  by  physicians  and  others 
of  claims  for  .services;  claims  payment  procedures  for 
medicaid  program 
The  act  riarifies  prior  law  to  insure  that  a  power  of  attorney  cannot 

be  u>ed  to  circumvent  the  prohibition  against  the  use  of  "factoring" 

arrangements  in  connection  with  the  payment  of  provider  claims  £y 

the  medicare  and  medicaid  programs. 
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The  act  refpiircs  Stales  to  make  jirovision  in  their  Stat«  meilicaid 
plans  for  claims  payment  procedures  which  assure  that  UO  percent  of 
the  bills  submitted  bv  eligible  noninstitutinnally-based  providers  will 
be  reiniVwrsed  within  30 days,  and  0!)  percent  within  90  days.  The 
State  would  not  bo  cited  for  nonconipliiuice  if  tlic  .Secretary  found  the 
State  was  acting  in  good  faith  to  achieve  this  goal.  The  provision  is 
ell'ci  tive  for  calendar  (|uarlers  beginning  on  or  after  Jidy  1,  197S. 
Sec.  3.  Disclosure  of  ownership  and  related  information 

The  act  requires,  as  a  condition  of  participation  or  cerlilicalion  in 
either  medicare,  medicaid  or  tlio  maternal  and  child  health  program, 
the  annual  disclosure  to  the  .Secretary  or  the  appropriate  State  n<'cncy 
by  the  participating  entity  of  the  identity  of  any  person  who  has  a 
hVc  percent  or  more  ownership  interest  in  the  entity.  These  dis<los\ire 
of  ownership  provisions  will  api)ly  to  medicare  and  medicaid  provi<lcrs 
of  services  (including  health  maintenance  organizations,  independent 
clinical  laboratories' and  renal  disease  facilities);  entities  furnishmg 
services  for  which  payment  ma  v  bo  claimed  under  medicaid,  the  mater- 
nal and  child  health  program,  or  the  title  XX  social  service  programs 
(but  not  including  any  hulividual  or  grou))  of  practitioners) ;  medicare 
carriers  or  intermediaries;  and  medicaid  fiscal  agents.  Providers  of 
services  also  are  required  to  disclose  similar  owiiei-shin  informa- 
tion about  any  subcontra(tlor,  5  percent  or  more  of  which  is  o\vned 
by  the  provider.  ,.    •  ,  ■        i  • 

The  act  also  modifies  i)rior  medicare  and  medicaiil  huv  relating  to 
termination  of  medicare  provider  agreements  or  suspen~!on  of  medic- 
aid payments  to  health  care  entities  by  adding  a  renuirernenl  that  a 
provider  must  coniijly  with  a  request  specifically  addresscil  to  it  by 
the  Secretary  or  the  medicaid  State  agency  for  full  and  complete 
information  as  to  anv  significant  business  transactions  between  it 
and  any  subcontractor:,  or  between  it  and  whoUy-owneil  suppliers. 
In  the  "case  of  subcontractors  having  more  than  $25,000  in  annual 
business  transactions  with  a  disrloMUg  entity,  compliance  would  bo 
required  with  similar  requests  related  to  ownership  information 
pertaining  to  the  subcontractor. 

Sec.  4.  Penalties  for  defrauding  medicare  and  medicaid  programs 

The  act  modifies  the  penally  provisi{)ns  in  [iiior  law  which  relate  to 
pei-sons  luoviding  services  under  iiiedicaro  and  medicaid.  Most  fraud- 
ulent acts  previously  classified  under  the  nicdicare-mcdicaid  law  as 
misdcinoauors  become  felonies.  Penalties  are  increased  to  a  maximum 
$25,000  fuio,  up  to  5  veai-s  ininrisonnient,  or  both.  The  tynes  of 
financial  ammgoments  'and  conduct  to  be  classified  as  illegal  have 
been  clarified.  .  .  . 

The  act  also  defines  as  a  felony  soliciting  or  receiving  contnbutions 
(in  addition  to  medicaid  reimbursement)  as  a  condition  of  entry  into 
or  continued  stay  at  a  hospital,  skilled  nursing  facility,  or  intermediate 
care  facility  for"  i)ationts  whoso  care  is  financed  in  wliole  or  in  part 
by  medicaid,  and  makes  it  a  misdemeanor  for  a  phy.sician  to  willfully 
and  knowingly  violate  his  agreement  not  to  charge  a  medicare  patient 
more  than  the  coinsurance  and  any  unmet  deductible  amount  when 
he  agrees  to  accept  assignment  of  the  patient's  light  to  receive  pay- 
ment. 
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111  aildition,  Stiitcs  will  now  lie  permitted  to  suspend  the  eligibility 
of  nudicnid  recipients  convicted  of  dcfriuidin?  the  program.  However, 
the  ini-deniennor  penalty  provide<l  undei-  prior  !nw  for  conviction  of 
such  individuals  has  been  retained,  as  has  the  niisdeniennor  penalty  for 
the  conviction  of  u  beneficiaiy  under  the  niedieare  program.  The  act 
also  requires  the  Health,  Education,  and  Welfare  Inspector  General 
to  inchule  in  his  annual  re|)ort  an  evaluation  of  the  effort  of  the 
Dci)artment  of  Justice  in  the  investigation  and  prosecution  of  fraud 
in  the  nicdicaie  and  medicaid  urograms,  his  recommendations  for 
improvement  of  ttnit  effort,  and  information  related  to  the  Social 
Security  Act  cn-^es  referred  by  the  Department  of  Health,  Education, 
ami  Welfare  to  the  nepartment  of  Justice  for  prosecution. 

Sec.  5.  Amendments  related  to  professional  standards  review 
organization.s  PSUO's 

(<»)  ]Vairfr  nj  nlher  n  rii  v  ir(/'iiraiu-nl,i 

The  art  i)rovi<Ies  that  where  the  Secretary  finds  a  given  PSRO  to 
be  compelent  to  perfoi  ni  review  responsibilities,  other  retiuired  review, 
certification  and  similar  activities  would  not  apply,  e.xcept  to  the 
e.\tent  specified  by  the  .Secretary. 

(i)  Moiiif  cation  of  requirements  for  conditionally  designated  PSRO's 

The  act  modilios  the  conditional  designation  provision  of  prior 
law  to  provide  for  a  trial  period  not  to  e.\ceed  48  months,  and,  in 
unusual  circunistimi  c-;,  for  au  additional  iieriod  not  to  exceed  24 
mouths.  It  also  clarifies  the  requirement  of  law  that  PSRO's  must 
as>umi'  responsibility  for  review  of  all  institutioniil  services  during  the 
conditional  period. 
(e)  I'h  'kw  reqiiircinerds 
This  subsection: 

(1)  proviih's  ihat  the  Secretary  is  authorized,  where  he  finds  a 
rsKO  is  c^qiablc  of  undertaking  ambidatory  care  review,  to 
rcipiire  the  I'USO  to  unilcrtnk''  tlie  review  uo"later  than  2  years 
lifter  it  becomes  fully  ope  rational;  and  prior  to  such  time  a  PSRO 
may  reipie-t  autlKMity  to  inidertake  ambulatory  care  review  and 
the" Secretary  must  give  ni  iority  to  requests  by  "PSRO's  to  review- 
services  in  "shared  liealtli  facilities"; 

(2)  provides  that  anangements  with  PSRO's  for  reimburse- 
ment of  the  costs  of  review  aclivilies  are  to  be  made  in  a  nuuiuer 
similar  to  that  provided  for  medicare  ii\tcrmediaries  or  may  be  in 
the  form  of  nu  assistance  agreement; 

Vi)  provides  that  n  ])liysician  may  not  review  services  for 
w  hich  ho  is  <lirectly  responsible  (rather  than  directly  or  indirectly 
rononsible.  under  prior  law),  or  services  in  an  iaslit\iti()n  in 
which  he  or  a  nuMuber  of  his  family  has  a  "significant"  financial 
interest  (rather  than  "any"  financial  interest,  as  inider  prior  law). 
((/)  Ciincl'i-iiir  determinations  for  jnii/ment 

The  act  provides  that  where  a  PSKO  has  been  found  competent 
by  tl'.e  Secretary  and  is  performing  specific  review  functions,  medical 
(ietoi  niinations  "made  in  connection  with  such  review  shall  be  con- 
sidered ( onclusive  for  piuposcs  of  payment.  The  act  provides  a  formal 
role  for  the  .Stales  in  the  process  of  establishing  and  evaluating  PSRO 
review  of  services  provided  through  the  medicaid  program.  The  act 
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nrovides  that  a  PSRO  may  not  delegate  review  iTsponsibilities  to  a 

and  the  State  would  bo  mcfficient. 
(A  Clarification  of  sanctions  provision 

which,  under  prior  law,  expire  on  or  after  .lam.ary  1,  197S. 

^^:rri2::1Kniren,ent  in  prior  law  for  an  annual  report 
by  the  N.aional  Professional  Standar.ls  Review  found. 

^,  E.c^n,e  oj  data  <'^>y>^^^X:Si  tl  ''Z:i'^U.r,..Uon  with 
re^Cgnized  by  the  Se.  retar.-  as  havmg  r-ponsd^^^^^  =  ^ a   J u^n 

ings  in  a  civil  action. 

^^'}^i:t'v^Z.  Federal  assumption  of  the  defense  -sts  incurred 
by  a  PSR(  )n>  a  liability  suit  relate,!  to  the  performance  of  tts  functions. 

^^^^iSr  =  of  prior  }aw  U.at  PSKOaOnSlS 
cost*  with  respe.;t  to  both  medicai-c  and  modicn.d  are  to  lx>  wnuLursed 
exclusively  from  Federal  funds. 

(k)  Annual  reports  _  , 

The  act  requii-es  the  Secrct^i7  to  submit  annual  reports  to  the 
Congress  on  the  administration,  impact,  and  cost  of  the  I  MiU 
prograiu. 

a.)  The  FSUO  program  and  certain.  U.S.  temtones 
the  PSRO  program. 
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(m)  I'nymevt  for  reviev)  oj  part  B  services  yrovldal  by  hospitals 

Tlic  iw  t  corrects  an  ovcrsiglit  in  prior  law  by  providing  for  the 
funding  of  tlic  review  of  nicdicnre  port  B  hospilnl  services  in  the  same 
manner  iis  |)i\rt  A  services. 

(n)  Stalfyi(l(  coiincih 

The  Act  extends  to  8tiitewidc  Profcssionnl  Stunilnrds  Review 
Councils  the  protection  already  ])rovided  to  PSRO's  when  carrying 
out  their  statutory  functions. 

(o)  Technical  ameiidmeDls 

Tlic  net  ninkes  certnin  technical  and  clerical  amendments. 
(/))  Pln/xic'itn  nrinr 

The  act  deletes  from  the  law  a  i)rovision  that  prevented  physicians 
witii  staff  priviicfres  in  a  hospital  from  being  lesponsible  for  review  of 
services  in  tiie  facility  if  review  responsibilities  have  not  been  delegated 
tvi  the  hospital  liy  the  i'.SRO. 

Sec.  6.  Issuance  of  subpenas  by  (.'oniplroller  General 

The  act  iiMlluiri/.cs  llie  Comptioller  General  of  the  I'nitcd  vStntes 
to  si>rti  and  issue  subpenas  in  order  to  obtain  necessary  information 
and  facilitate  re\  iew  of  Social  Secuiity  Act  i)rograms.  The  Com])troller 
General  is  also  autlioiized,  upon  resistance  or  refusal  by  an  individual 
to  obey  a  subpeiia.  to  request  a  court  order  leriuinng  conij)liancc  with 
the  subpcua. 

Sec.  7.  Suspen.sion  of  practitioners  convicted  of  medicare-  or 
niedicaid-related  crimes 
The  act  recpiircs  the  Sccietary  of  Health,  Education,  and  Wel- 
fare to  s\is[)end  from  narticijiation  under  medicare  and  medicaid, 
for  such  |)eri<)d  as  he  (ieems  approjiriate,  an  individual  ])ractitioner 
who  has  been  convic  ted  of  a  crimmal  ofl'cnse  related  to  such  indi- 
vidual's involvement  in  medicare  or  medicaid.  When  the  Sccretaiy 
suspends  an  individual,  he  must  also  notify  the  Hppro|)riate  Slate 
licensing  auihorities,  roipiesting  that  investigation  be  made  and 
sanrti'iu-^  iuvokcil  in  accordauce  with  the  State's  law  and  public 
policy. 

Sec.  8.  Di.sciosure  by  pjoviders  of  owners  and  certain  other  in- 
dividuals convicted  of  certain  offenses 
The  act  retpiires  all  institutional  providers  of  services,  oi'  other 
agencies,  institutions,  or  organizations,  as  a  condition  of  participation 
or  certilication  in  medicare,  medicaid,  or  the  social  services  programs 
under  title  XX  of  th;-  So<ial  Seciuity  .\ct  to  disclose,  in  the  applica- 
tion for-  paitieipation  or  certilication,  the  names  of  owners,  officers, 
directois,  agents,  or  managing  em()loyees  who  have  been  convicted 
of  fraud  against  the  medicare,  medicaid,  or  State  social  service  grant 
programs.  Where  an  application  contains  the  name  of  any  such  pre- 
viously convicted  individual,  the  Secretary  or  the  State  agency  ciiu 
refuse  to  enter  into  an  agreement  or  refuse  to  contract  with  the  ni)i).'i- 
canl.  The  Insjjcctor  General  of  the  Department  of  Health,  Education, 
and  Welfare  must  be  informed  of  the  receipt  of  any  such  applications 
and  of  any  action  taken  on  them. 
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Sec.  !).  Federal  access  (o  records 

The  act  allows  Federal  access  to  the  records  of  persons  or  institutions 
providing  services  under  medicaid  in  the  same  manner  that  such 
access  is  presently  provided  to  State  agencies. 

Sec.  10.  Claims  processing  and  information  retrieval  systems  for 
medicaid  programs 
The  act  increases  the  incentives  for  States  to  adopt  a  computerized 
medicaid  claims  processnig  and  information  retiieval  system  by 
modifying  one  rctpiireinent  for  highei-  Federal  matching  funds  for  the 
developuient  and  operation  of  this  system.  Under  the  act,  such  systems 
arc  required  to  provide  e.xjilanation  of  ))cne(jts  information  to  only  a 
samj)le  gi'oup  of  medicaid  reci|)icnts  rather  than  to  each  recipient  as 
was  formerly  rcquiie<l. 

Sec.  11.  Restriction  on  Federal  medicaid  payments;  assignment 
of  rights  of  payment ;  incentive  payments 

The  act  iirccludes  Federal  matching  of  State  medicaid  expenditures 
that  result  from  State  laws  or  coni  racts  wiiich  e.\clude  or  limit  insurance 
benefits  because  an  individual  is  eligible  for  medicaid. 

This  section  also  establishes  a  iTiedical  supiwrt  piograin  under 
which  inedicaiil  applicants  and  recipients  ma,\  be  rcfiuired  by  a  State 
to  assign  their  rights  to  medical  support  or  indemnification  to  the 
State,  An  incentive  in  the  form  of  a  Federal  payment  of  15  percent  of 
amounts  collected  (in  place  of  amounts  which  would  otherwise  be 
provided  for  niediral  as.sistance)  would  be  provided  for  localities  to 
make  collections  for  States,  and  Un-  States  to  secure  collections  in 
behalf  of  other  Slates.  The  State  agency  designated  to  ndministcr  the 
State  plan  for  child  sup|)ort  and  establishment  of  paternity  under  part 
D  of  title  IV  of  the  .Social  Security  .\ct  may  be  used  for  the  enforce- 
ment of  lights  duo  from  or  through  an  absent  parent  to  pay  for 
medical  care. 

Sec.  12.  Study  and  review  of  medicare  claims  processing 

The  act  directs  the  Comptroller  General  to  conduct  a  comprehensive 
review  of  the  administrative  structure  for  the  jiroccssing  of  medicare 
claims. 

Sec.  l.*}.  Abolition  of  program  review  teams  under  medicare 

The  act  repeals  I  lie  program  review  team  iirovisions  of  jirior  law. 
The  fiuictions  formerly  iierformed  by  such  teams  with  respect  to  the 
quality  and  utilization  of  services  will  be  performed  by  professional 
standards  review  organizations. 

Sec.  14.  Amendments  relating  lo  fiscal  intermediaries 

The  act  authorizes  the  .Secretary  to  assign  and  reassign  providers 
lo  available  intermediaries,  after  taking  into  account  any  preferences 
e.xpresscd  by  the  j)roviders  and  after  applying  objective  ))erformance 
standards  to  the  original  nominee  of  the  jiiovidcr.  Similarly,  the 
Secretary  is  also  authorized  to  designate  regional  intcimediaries 
or  a  national  intermediary  with  respect  to  n  cla.ss  of  prondcrs  (for 
example,  home  health  agencies).  Any  assignment  action  ne  takes  must 
be  based  on  a  finding  that  it  wiW  result  in  more  efficient  and  effective 
administration  of  the  program.  Before  making  any  assignment  or 


s 


renssipnnient  tlint  is  not  in  ncconl  with  the  jirovidcr's  clioicp,  the 
Secrctnry  must  funiish  to  the  jjrovider  unci  its  chosen  in(cnnedinry  a 
full  explaniilion  of  liis  findings  with  respect  to  efficiency  and  effective- 
ness nnd  provide  an  nppro])rinte  opportunity  for  a  hearing,  which  is 
subject  to  judicial  review. 

In  the  administration  of  this  provision,  the  f^coretary  of  HEW  is 
to  develo|)  standards,  criteria,  ami  [irocedurcs  to  serve  as  a  basis  for 
determining  what  constitutes  e(!'e(  live  and  efficient  administration. 
Any  standards  and  criteria  established  by  this  jjrovision  may  not  have 
the  effect  of  excluding  an  agency  or  organization  from  being  an  inter- 
mediary solely  because  it  operates  exclusively  in  one  State. 

Sec.  15.  Disclosure  by  providers  of  the  hiring  of  certain  former 
employees  of  fiscal  intermediaries 
'I'he  act  reqviires  any  provider  of  services  participating  in  medicare 
to  promptly  notify  the  Secretary  of  its  emjiloyment  of  an  individual 
who,  at  any  time  during  the  preceding  year,  v,  as  employed  in  a  man- 
agerial, accounting,  auditing,  or  similar  cai)acity  by  a  medicare  fiscal 
intermedian"  or  earlier  that  services  the  provider. 

Sec.  16.  Payment  for  durable  medical  equipment 

The  act  modifies  prior  \ii\v  ixiated  to  the  rental  or  purcha.se  of  dur- 
able medical  ecpiiptncnt  lo  mandate  that  the  Secretary  require  the 
purchase  of  such  equijiment  where  ))urchase  will  be  less  costly  than 
extended  rental  payments. 

Sec.  17.  Funding  of  State  medicaid  fraud  control  units 

Tlie  act  provides  foi-  00  percent  Federal  matching  for  fiscal  years 
1978-SO  for  the  costs  incurred  in  the  establishment  and  o|)eration  of 
State  fraud  control  units  meeting  specified  letpiirements. 

To  be  eligible  for  the  increased  miitching  rate,  the  State  medicaid 
fraud  control  unit  must  be  a  single  idcntifialiie  entity  of  State  govern- 
ment which  is  a  imit  of  the  office  of  the  State  attorney  general  or  of 
another  ilepartment  of  State  government  which  has  statewide  jirose- 
eulorial  aulhdrily  (uidoss  it  I'i  located  in  a  Slate  wlicre  the  State 
eonslilulioM  pruhiliils  pr(i>cculi<>n  by  a  statewide  authority;  liien,  to 
receive  the  higher  matcbing,  the  unit  must  have  procedures  accei>l- 
able  to  the  Sccietary  of  ]\VA\  In  yi  fw  suspected  criminal  violations 
lo  the  appropriate  prosecuting  authorities,  and  to  assist  with  the 
|)rosecul  ions),  or  an  entity  w  ith  formal  jjrocedurcs  and  a  working 
relationship  for  coordination  with  the  State  attorney  general's  office, 
and  such  >mit  must  be  separate  and  distinct  from  the  State  medicaid 
agency.  The  entity  is  required  to  conduct  a  statewide  program  for  the 
investigation  and  prosecution  of  violations  of  all  apiilicable  State  laws 
relating  to  fraud  in  connection  with  the  i)rovision  of  medical  assistance 
and  the  activities  of  rne<lieaid  ]>rovi(lei-s.  The  act  also  authorizes 
experiments  and  demonstrations  to  develop  or  demonstrate  improved 
methods  for  investigation  and  |)rosecution  of  fraud  in  medicare  and 
medicaid. 

Sec.  18.  Report  on  home  health  and  other  in-home  services 

The  act  recpiires  the  Secretary  of  HEW  to  report  to  the  Congress 
by  October  25,  1978,  witli  an  analysis  and  recommendations  relating 
to  all  aspects  (including  the  availability,  administration,  provision, 
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reimbursement  procedures,  and  cost)  of  (ho  deliverv  of  home  health 
services  under  medicare,  medicaid,  and  the  title  XX  social  services 
program. 

Sec.  19.  Establishment  of  uniform  reporting  systems  for  differ- 
ent types  of  health  servicen  facilities  and  organiza- 
tions; making  of  reports  under  medicare  and  medicaid 
programs  in  accordance  with  such  systems 

The  act  requiies  the  Secretaiy  of  HEW  to  establish  for  each  of  the 
difl'erent  tynos  of  health  sei  vices  institutions  a  uniform  system  for  the 
reporting  of  such  items  as  cost  of  operation,  volume  of  services,  rates, 
capital  assets,  and  bill  data.  This  reporting  .system  shall  be  mandated 
for  use  by  inediean^  and  medicaid  providers  and  such  use  shall  be 
phased  in  b^'  typo  of  provider.  Hospitals  shall  use  the  chart  of  acco\mts, 
definitions,  jjrinciples,  and  statistics  prescribed  by  the  Secretary  to 
reach  a  uniform  reconciliation  of  financial  and  statistical  data  for 
reports  to  the  Secretaiy  at  such  times  as  the  uniform  rc])orts  are 
required. 

Sec.  20.  Delay  in,  and  waiver  of,  impo.sition  of  reduction  of  Fed- 
eral medical  assistance  percentage  due  to  a  Slate's 
failure  to  have  an  effective  medicaid  utilization  con- 
trol program 

The  act  provides  until  Di'cember  .'il,  1977,  lor  Slates  to  meet  the 
rociuirements  of  law  conceining  review  of  care  deliveivd  in  long-term 
care  institutions  under  medicaid. 

.Vll  penalties  assessed  against  States  for  unsatisfactory  or  invalid 
showing  made  with  respect  to  calendar  ciuarters  beginning  prior  to 
Janiiary  1,  1977,  shall  be  waived  uucouilitionally.  If  a  Slate  is  in 
compliance  with  the  requirements  of  the  law  for  the  calendar  quarter 
ending  December  'il,  1977,  the  Secretary  shall  waive  all  penalties  for 
unsatisfactoiy  or  invalid  showings  for  quarters  occurring  in  1977; 
if  the  State  is  not  in  compliance  on  December  .31  and  past  penalties 
are  imposed,  the  pnnalty  will  be  dctennined  by  taking  into  account 
the  nioj)orti(m  of  medir  aid  patients  in  homes  that  were  not  reviewed 
to  all  medicaid  [latients  in  homes  to  be  reviewed. 

The  act  also  modifies  the  prior  law  foriiiula  for  a  reduction  of 
Federal  nmtcliing  fuiuls  if  adequate  review  is  not  carried  out  in 
accordance  with  the  requirements  of  the  law  so  that  the  reduction 
reflects  the  proportion  of  medicaid  patients  in  facilities  for  which  there 
is  an  unsatisfactory  or  invalid  showing  to  total  medicaid  |)atients  in 
facilities  to  be  reviewed. 

Further  this  section  specifics:  (1)  that  the  Secretary  must  jirovide 
States  with  a  .'iO-day  notice  before  reducing  funds;  (2)  that  the 
Secretary  must  complete  his  validation  surveys  of  State  reviews  and 
give  notice  of  any  reduction  resiilling  from  his  findings  within  nine 
months  of  the  close  of  the  year  in  question;  and  that  good  faith 
attempts  to  perforin  reviews  of  all  institutions,  and  actual  review  of 
all  largo  (201)  or  more  bed.s)  institutions  and  98  i)ercent  of  all  other 
institutions  (or  fails  to  meet  this  standard  only  for  technical  reason.s) 
will  be  considered  in  full  compliance  with  the  requirements  of  the  law. 

The  act  also  provides  that  medical  review  teams  reviewing  care  in 
skilled  nursing  facilities  may  be  composed  of  physicians  or  registered 
nurses  (prior  law  required  that  physicians  be  on  the  team). 
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Sec.  21.  Protection  of  patient  funds 

Tlio  Hct  rc'quiri's  tlint,  ns  a  coiulilion  I'o;-  |)!irticii)atiou  in  tho  niodi- 
rnrc  niul  niodiciiid  profrniiiis,  n  skillod  nursing  facility  must  pstnblish 
aiul  maintain  a  sy>tcm  to  assure  the  proper  accounting  of  i)erson«l 
I'lnuU.  Sui  li  sy.-lcm  niu>l  jircvide  lor  separate  and  discrete  acdiuntinp 
for  each  ])ntient  willi  n  complete  accouiitin<i  of  income  and 
expenditures. 

Sec.  22.  Payment  for  institutional  care  beyond  date  determined 
medically  necessary 
Tile  net  provides  that  wlien  a  PSRO  determines  tlial  further 
institutional  care  is  not  medically  necessary,  payment  may  be  made  for 
only  one  adilitional  <lay,  except  that  n  PS]{( )  may  aulhoi  i/.c  up  to  three 
fldilitional  days  on  a  case-hy-casc  basis  where  additional  time  is 
needed  to  arranse  for  necessary'  post-discliartre  eare. 

Sec.  23.  Payment  under  the  medicare  program  for  certain  hospi- 
tal services  provided  in  Veterans'  Administration 
hospitals 

The  a<  l  authorizes,  \mder  certain  limited  circumstances,  medicare 
reimhursement  for  care  jjrovided  to  a  nonveteran  medicare  beneficiary 
in  a  Veterans'  Administration  hospital  where  the  care  was  provided  on 
the  mistaken  (but  L'ood  faith)  assumption  that  the  beneficiarj'  was  an 
eligible  veteran.  The  provision  is  applicable  to  caro  funiished  on  or 
after  July  1,  1974. 


MEDICARE  AND  MEDICAID  REIMBURSEMENT  FOR 
RURAL  HEALTH  CLINIC  SERVICES 


Legislative  History  of  Public  Law  95-210  (H.R.  8422) 

1977 

Committee  on  Ways  and  Means  Action 


January  26   H.R.  2504  introduced  in  House. 

February  28   Public  he aringr — Subcommittee  on  Health. 

July  19   Approved  with  amendments  by  Subcommittee 

on  Health  for  consideration  by  full  Committee 
on  Ways  and  Means.  Revised  bill  (H.R. 
8422)  introduced. 

July  25,.   Amended  and  ordered  favorably  reported  by 

Committee  on  Ways  and  Means. 

Julv  29   Wavs  and  Means  Committee  report  (H.  Rept. 

95-548,  Part  I)  filed  in  House.  Sequentially 
referred  to  the  Committee  on  Interstate  and 
'         Foreign  Commerce. 


Committee  on  Interstate  and  Foreign  Commerce  Action 


July  29   Public  hearinf: — Subcommittee  on  Health  and 

the  Environment. 

September  7   Alternative  bill  (H.R.  854.'3)  amended  and  ap- 

provcil  by  the  Subcommittee  on  Health  and 
the  Environment  for  consideration  by  the 
Committee  on  Interstate  and  Foreign  Com- 
merce. 

September  13   H.R.  8422  amended  and  ordered  favorably  re- 

ported by  Committee  on  Interstate  and  For- 
'  •      .       eign  Commerce. 

September  19   Interstate  and  Foreign  Commerce  Committee 

report  (II.  Kept.  95-548,  Pt.  II)  filed  in  House. 

' House  Action 

October  17   H.R.  8422  (as  approved  by  the  Committee  on 

Ways  and  Means  and  incorporating  the  med- 
icaid and  Public  Health  Service  amendments 
//I  ■  '.  :       •     ■  adopted  by  the  Committee  on  Interstate  and 
.  '  '       "        Foreign  Commerce)  passed  House  by  voice 
"' .     '..  .'.      '    vote  under  suspension  of  the  Rules. 

'  '  i..  '        •   '"v     .■  (11) 
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Sf.nale  Action 


July  21   Public  honiing — Committee  on  Finance. 

August  4   11. R.  422  (duty-froc  tariff  bill)  ordered  favorably 

re])orte(l  by  Finance  Committee  with  an 
amendment  relating  to  niral  health  clinic 
services. 

September  9   Finance  Committee  report  (S.  Kept.  95-425) 

filed  in  Senate. 

September  16   H.K.  422  (with  rural  health  clinic  services 

amendments)  passed  Senate  bv  voice  vote. 

October  19   Senate  passed  ll.K.  S422  (after  substituting  the 

rural  health  clinic  provisions  previously 
attached  to  11. R.  422)  by  voice  vote. 

Conjerence  Action 

October  19   Senate  requested  conference  with  House  and 

appointed  conferees. 
October  25   House  agreed  to  the  conference  requested  by  the 

Senate  and  appointed  conferees. 
Xovember  1   Conference  report  (H.  Rept.  95-790)  filed  in 

House. 

Xovember  29   House  ap'eed  to  the  conference  report.  Also 

.  agreed  to  House  Concurrent  Resolution  418, 

making  corrections  in  the  enrollment  of  the 

bill.  ' 

Senate  agreed  to  the  conference  report  and 
House  Concurrent  Resolution  418  by  a  voice 


December  1.6          Public  Law  95-210  approved. 

Section-by-Section  Su.m.m.^rt 

This  act  amends  title  XVIII  of  the  Social  Seeuritv  Act  to  provide 
coverage  under  part  B  of  medicare  for  rural  health  clinic  services  and 
amends  title  XIX.  of  the  Social  Security  Act  to  require  state  medicaid 
plans  to  i)rovide  rcimbui-semont  for  rural  health  clinic  services.  The 
act  also  requires  the  Secretary  of  Health,  Education,  and  Welfare  to 
cfUTV  out  demonstration  i)rojcc-ls  relating  to  clinics  located  in  medically 
undcrserved  urban  areas;  requires  the  Sccretarv  to  study  the  merits 
of  extending  medicare  coverage  for  services  funiished  in  mental  health 
centers  and  centers  for  treatment  of  drug  abuse  and  alcoholism; 
authorizes  the  transfer  of  the  Public  Health  Service  Hospital  in 
Galveston,  Tex.;  and  authorizes  disclosure  by  the  Treasury  of  certain 
mailing  addresses  to  the  National  Institute  for  Occui)ational  Safety 
and  Health. 

A.  Medicare  reimbursement  for  rural  health  clinic  services 

Although  the  services  furnished  by  physicians  practicing  in  rural 
health  clinics  were  covered  under  the  medicare  program  pnor  to  the 
enactment  of  Public  Law  95-210,  services  furnished  by  physician 
assistants  or  nui-se  practitioners  practicing  in  such  clinics  were  not 
generally  rcimbui-sable  under  medicare. 
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Covered  services 

The  act  provides  coverage  for  services  furnished  in  rural  clinics  by 
physician  assistants  and  nurse  practitioners  which  are  covered  under 
the  medicare  program  when  furnished  by  a  physician,  jjrovided  the 
physician  assistant  or  nurse  practitioner  is  legally  authorized  to  furnish 
such  services.  Any  services  and  supplies  furnished  incident  to  a 
physician  assistant's  or  nurse  practitioner's  services  are  also  covered 
if  they  are  of  the  tj'nes  covered  when  furnished  incident  to  a  phy.sician's 
service  (e.g.,  bandages  and  traditional  nursing  services),  in  areas 
where  there  is  a  shortage  of  home  health  services,  the  covered  rural 
clinic  services  can  olso  include  part-time  or  intermittent  nursing 
services  and  related  supplies,  furnished  to  home-bound  patients  by  a 
registered  professional  nurse  or  a  hcensed  practical  nurse. 
Eligible  clinics 

CUnics  are  eligible  which  are  located  in  rural  areas  that  have  been 
designated  by  the  Secretary  as  having  medically  imderservcd  popula- 
tions under  title  Xfll  of  the  Public  Health  Service  Act  or  designated 
as  having  a  shortage  of  medical  care  manpower  under  title  Ifl'"of  the 
Public  Health  Service  Act.  Rural  areas  are  those  areas  other  than 
urbanized  areas  as  defined  by  the  Bureau  of  the  Census.  In  addition 
to  clinics  located  in  the  designated  shortage  areas,  a  private,  non- 
profit clinic  which,  as  of  July  1,  1977,  was  located  in  a  rural  area  which 
IS  determined  by  the  Secretary  to  have  an  insufficient  supply  of 
phj-sicians  is  also  eligible  for  coverage  as  a  rural  health  clinic.  "The 
act  assures  that  a  dmic  which  qualifies  as  a  rural  health  clinic  and 
is  located  in  an  area  which  subsequently  loses  its  designation  as  & 
rural  or  medically  undcrserved  area  would  continue  to  be  eligible  for 
reimbursement  as  a  rural  health  clinic. 

Both  clinics  mth  n  full-time  physician  and  clinics  staffed  only 
by  phj'sician  assistants  and  nurse  practitioners  are  eligible.  In  the 
case  of  clinics  where  there  is  no  full-time  jjlivsiciun,  the  clinic  is 
required  to  have  an  arrangement  with  a  physician  under  which  the 
physician  periodically  reviews  the  services  furnished  by  the  physician 
assistant  or  nurse  practitioner  and  i)ro\-ides  supervision  and  giiidance 
of  them  in  the  care  and  treatment  of  clinic  patients.  Under  such  an 
arrangement,  the  physician  is  req\iired  to  make  himself  available  for 
any  necessary  referral  of  and  consultation  for  jiatients,  and  for  adrice 
and  assistance  in  medical  emergencies.  Jt  is  not  necessarj-  for  the 
physician  to  be  i)hysically  present  when  the  physician  assistant  or 
nui-se  practitioner  furnishes  the  services. 

In  clinics  where  a  physician  is  present  on  a  full-tune  basis,  the 
phy.sician  supervision  services  required  under  the  phvsician  arrange- 
ment are  to  be  furnished  by  one  or  more  of  the  pliysicians  on  the 
staff  of  the  clinic. 

CUnics  must  also  meet  certain  requirements  relating  to  the  following: 
Maintenance  of  clinical  records;  referral  of  patients  for  hospital 
services;  provision  of  routine  diagnostic  .services;  development  of 
governing  pohcies;  review  of  utilization  of  clinic  services;  provision 
for  certam  drugs  for  administration  in  emergency  cases;  and  com- 
pliance with  health  and  safety  standards. 
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Pn yment  for  serricfs 

Payment  for  ser\  iocs  is  to  be  nmde  to  the  clinics  on  the  basis  of 
costs"  which  aie  roai-onaijle  niid  related  to  tiiose  costs  iiiciirred  in 
furnishing  covered  services  to  incdicare  beneficiaries.  These  costs 
include  reasonable  compensation  for  the  services  of  physician  assis- 
tants and  nurse  jiractitioners  and  any  physician  present  on  a  full- 
time  Ijnsis;  the  cost  of  services  or  supplies  provided  incident  to  the 
physician  as-i-tant  or  nurse  practitioner's  service  or  the  [ihysician's 
service;  and  overhead  costs  related  to  ijrovidinsr  the  covered  services. 
For  those  clinics  which  do  not  have  a  full-time  physician,  the  reim- 
bursable costs  include  the  cost  incurred  by  the  clinic  in  securij\fr  the 
required  supervisory  services  of  a  physician  and  the  cost  of  any  patient 
care  services  provided  by  a  physician  at  the  clinic  on  a  part-time  basis. 
B.  Medicaid  reimbursement  for  rural  health  clinic  services 

Prior  to  the  enactment  of  II. R.  8422,  a\ithority  existed  for  the 
Federal  Government  to  match  Slate  expenditures  for  reimbursement 
of  services  of  nurse  practitioners  and  physician  assistants.  Inclusion 
of  such  services  in  the  medicaid  State  plan,  however,  was  optional 
on  the  j)art  of  each  State. 

l"h'>  act  requires  each  Stale  medicaid  jilan  to  provide  for  reunbuise- 
nient  for  rural  health  clinic  services,  ns  defined  for  medicare  reim- 
bursement, and  any  other  aml^ulatory  services  which  are  offered  by 
the  clinic  and  otherwise  inchided  in  the  State  medicaid  jilan.  This 
expansion  of  reimbursable  services  is  mandatory  for  all  States  which 
authorize  the  expanded  practice  of  nurse  practitionere  or  physician 
assistants. 

The  requirements  for  eligibility  of  clmics  are  the  same  as  for  the 
medicare  projrram  except  that  services  offered  by  a  clinic  which  are 
covered  only^mder  the  medicaid  profrram  are  subject  to  title  XIX 
(uiediciiid)  "requirements   for   physician   supervision    and  related 

activities.  ,.    .  ,    ,       ,   „  c-    i       i_-  i. 

The  act  provides  that  the  State  medicaid  plan  of  all  States  which 
authorize  the  medical  practice  of  phy.'^ician  assistants  or  nurse,  prac- 
titioners is  to  provide  for  reimbursement  for  rural  health  clinic  serv- 
ices bcsiunins:  the  first  calendar  quarter  besiinniuf;  more  than 
(>  months  after  the  date  of  enactment.  In  States  where  legislation  is 
required  to  conform  the  State  plan,  the  requirement  is  to  be  effective 
the  first  caleudar  (pmrter  bepuning  after  the  close  of  the  next  State 
legislative  sc.— ion. 

C.  Demonstration  project  for  urban  phy.sician-direcled  clinics 

The  act  r'^quires  the  Secretary  to  develop  and  carrv  out  demonstra- 
tion projects  to  evaluate  reimbursement  on  n  cost  basis  for  ser\-ices 
provided  ijy  |)hvsician-directe(l  clinics  in  iirban  medically  underscrved 
area=.  The  services  to  be  included  in  these  projects  are  those  which  are 
presentiv  co\  ered  under  the  medicare  program  and  any  services  pro- 
vided b'v  primarv  care  prarlitioners  cm|)loyed  by  s\ich  clinics  which 
would  olhei-rt-ise  'be  covered  if  provided  by  a  physician.  The  Secretary 
is  to  report  to  the  Congress,  no  later  than  January  1,  19S1,  on  the  re- 
sults of  these  i>rojeci:,  with  any  recommendations  for  legislative 
changes  which  he  finds  necessary  or  desirable. 


D.  Study  of  outpatient  mental  health  centers 

The  act  re(piircs  the  Secretary  to  submit  a  report,  not  later  than 
6  months  after  enactment,  on  tlie  advantages  and  disadvantages  of 
extending  medicare  coverage  to  mental  health  centers  and  centers  for 
treatment  of  alcoholism  and  drug  abuse. 

E.  Transfer  of  Public  Health  Service  Hospital 

The  act  authorizes  the  transfer  of  the  activities  and  functions  of  the 
Public  Health  Service  llos|)ilal  in  Galveston,  Texas,  to  the  Space 
Center  Memorial  Hospital  in  Nassau  Bay,  Te.xas. 

F.  Disclosure  of  mailing  addresses  to  National  Institute  for  Oc- 

cupational Safety  and  Health 
The  act  authorizes  the  Secretary  of  the  Treasury,  upon  witten 
request,  to  disclose  mailing  addresses  to  officers  and  emnloyees  of  the 
National  Institute  for  Occupational  Safety  and  Health  (NIOSH) 
solely  for  the  purposes  of  locating  and  determining  the  vital  status  of 
persons  who,  in  their  occupations,  are,  or  may  have  been,  e.xposed 
to  a  hazardous  substance  and  refeiring  sick  or  injured  workers  for 
medical  care  and  treatment. 
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